I. Introduction
The 2013 Legatum Prosperity Index offers a unique insight into how prosperity is forming and changing across the world. The Prosperity Index is distinctive in that it is the only global measurement of prosperity based on both wealth and wellbeing. Traditionally, a nation"s prosperity has been measured by macroeconomic indicators such as a country"s income, represented either by Gross Domestic Product or by average income per person (GDP per capita). However, most people would agree that prosperity is more than just the accumulation of material wealth; it is also the joy of everyday life and the prospect of being able to build a better life in the future.
Attempting to understand how we move 'beyond GDP' is a particularly stimulating challenge, one which the Index strives to meet with academic and analytical rigour. By attempting to move 'beyond GDP' we do not wish to exclude material wealth altogether. Indeed, the Index values the need for a country to promote high levels of per capita income, but also advocates the need for a country to improve the subjective wellbeing of its citizens. The eight sub-indices that make up the Index all have an income and a wellbeing component, which allows us to explore the dual nature of prosperity at a more detailed level. Our econometric analysis has identified 89 variables, which are spread across the eight sub-indices, and are categorized according to whether they impact wellbeing or income, or in some cases both. Through this process we are able to identify and analyses the specific factors that contribute to the prosperity of a country.
•We endeavour to create an Index that is methodologically sound. Our aim in publishing this methodology document is to provide the reader with all the information required to understand the Legatum Prosperity Index and to present it in a way that is transparent, useful, and informative.
II.

Methodology
The 2013 Legatum Prosperity Index is based on 89 variables linked to higher levels of national income and wellbeing. These variables are combined in eight sub-indices, each representing a different 'pillar of prosperity'. The 8 sub-indexes are: Economy, Entrepreneurship & Opportunity, Governance, Education, Health, Safety & Security, Personal Freedom and Social Capital. The 89 variables across the eight sub-indices are categorized according to whether they impact wellbeing or income or both. A country is then given a score in each sub-index, one for wellbeing and another for income. This score is based on that country"s performance regarding each of the variables and on the level of importance assigned to each variable. The level of importance, or "weight", attributed to a given variable is determined through rigorous regression analyses. Finally, the sub-index scores are averaged to obtain an overall Prosperity score, which determines each country"s rank. For each sub-index we provide individual country scores and rankings. While the Index scores provide an overall assessment of a country"s prosperity, each sub-index serves as a reliable guide to how that country is faring with regard to one distinct foundation of prosperity.
Legatum Prosperity Index
The Legatum Prosperity Index is a unique and robust assessment of global wealth and wellbeing, which benchmarks 142 countries around the world in eight distinct categories: Economy; Education; Entrepreneurship & Opportunity; Governance; Health; Personal Freedom; Safety & Security; and Social Capital.
Sub-Indices of Legatum Prosperity Index Economy
Sound and stable economic fundamentals increase per capita income and promote overall wellbeing. The Economy sub-index measures countries" performance in four key areas: macroeconomic policies, economic satisfaction and expectations, foundations for growth, and financial sector efficiency. The sub-index demonstrates that the outcomes of sound macroeconomic policies, including robust domestic saving rates, low rates of inaction, and low unemployment, have a positive impact on average levels of income and wellbeing. It further shows that investment in physical capital, high-tech exports, and a competitive economy attractive to foreign investment, are essential to boosting per capita income. Positive expectations about the future of the economy and satisfaction with living standards contribute to the overall wellbeing of a country"s citizens. However, while gradually increasing economic strength is generally beneficial for the all, our research finds that rapid increases in GDP are related to lower levels of happiness, as people struggle to adjust to the sudden changes triggered by such growth.
Entrepreneurship & Opportunity
A strong entrepreneurial climate in which citizens can pursue new ideas and opportunities to improve their lives leads to higher levels of income and wellbeing. The Entrepreneurship & Opportunity (E&O) subindex captures these effects by measuring countries" performance in three areas: entrepreneurial environment, innovative activity, and access to opportunity. Low business start-up costs and a positive perception of a country"s entrepreneurial environment contribute to improving citizens" economic prospects and overall wellbeing. The sub-index also evaluates a country"s ability to commercialize innovation and measures the technological and communication infrastructure that is often essential to successful commercial endeavours. It further provides a snapshot of access to opportunity by tracking inequality and by asking citizens whether they believe their society to be meritocratic.
•The E&O sub-index builds upon research on how entrepreneurship drives innovation and generates economic growth, and the positive effects that result from an individual realizing his or her entrepreneurial potential. When a country improves the likelihood that entrepreneurial initiative will pay off and individuals experience the satisfaction of entrepreneurial success, a society"s prosperity increases overall.
Governance
Well-governed societies enjoy higher levels of economic growth and citizen wellbeing. The Governance sub-index measures countries" performance in three areas: effective and accountable government, fair elections and political participation, and rule of law. Stable and democratic governing institutions safeguard political and economic freedom and create an environment of civic participation, leading to higher levels of income and wellbeing. The Governance sub-index assesses levels of government corruption and competition, and citizens" confidence in the honesty of elections, the judicial system, and the military. Government"s stability and accountability benefit citizens' wellbeing. Further relevant factors include people"s perception of how well the government addresses poverty and preserves the environment. Academic research has found that, in general, political freedom, strong institutions, and regulatory quality contribute significantly to economic growth. Effective, fair, and accountable governments increase public confidence, and, ultimately, result in higher levels of life satisfaction among citizens.
Education
Education is a building block for prosperous societies. The Education subindex measures countries" performance in three areas: access to education, quality of education, and human capital. The Education subindex illustrates how access to education, as measured by enrolment rates, allows citizens to develop their potential and contribute productively to their society. In addition, it shows that human capital stock, measured by the average levels of education in the workforce, encourages research and development, and adds knowledge to society. Citizens" perceptions of the educational opportunities available to them are also keys to assessing the quality of education in a given country. This subindex is inspired by research on economic growth that has found human capital to be an engine for growth, making a case for the non-diminishing effect of education on rising GDP levels. Academic research also shows that basic education enhances peoples" opportunities to increase life satisfaction.
Health
A strong health infrastructure which enables citizens to enjoy good physical and mental health leads to higher levels of income and wellbeing. The Health sub-index measures countries" performance in three areas: basic health outcomes, health infrastructure and preventative care, and physical and mental health satisfaction. The Health sub-index evaluates countries on the basis of indicators that reflect strong health infrastructure, such as rates of immunization and public expenditure. Countries are also assessed on average life expectancy, rates of infant mortality, and undernourishment. The sub-index further includes measures of individual satisfaction with health, and the effects on health from environmental factors such as water, air quality, and environmental beauty. Researchers have found that self-reported wellbeing and self-reported health are strongly and significantly correlated to a society"s overall health, further fostering human capital creation, which is favourable to higher economic growth. Mentally and physically healthy citizens are the bedrock of a productive workforce, which in turn increases levels of income per capita.
Safety & Security
Threats to national security and personal safety jeopardize levels of income and wellbeing.
•The Safety& Security sub-index measures countries" performance in two areas: national security and personal safety. A stable social and political environment is necessary for attracting investment and sustaining economic growth. When citizens worry about their personal safety their overall wellbeing suffers. The Safety &Security sub-index combines objective measures of security and subjective measures of personal safety. Factors such as instability resulting from group grievances and demographic pressures limit GDP growth. Similarly, the opportunity to express political opinions without fear of persecution, and feeling safe walking alone at night, are positively correlated with higher levels of wellbeing. When people and basic institutions are unsafe and unstable, capital, investment, and people flee. Academic research shows that organized political violence such as coups or civil war, as well as crime and mistrust stemming from poor social cohesion, hinder economic growth. In addition, an environment of fear and uncertainty negatively affects life satisfaction.
Personal Freedom
When citizens enjoy freedom of expression, belief, and organization, as well as personal autonomy in a society welcoming of diversity, their countries experience higher levels of income and wellbeing. The Personal Freedom subindex measures countries" performance in two areas: individual freedom and social tolerance. The Personal Freedom sub-index captures the effects of freedom of choice, expression, movement, and belief, on a country"s per capita GDP and the subjective wellbeing of its citizens. It also assesses how levels of tolerance of ethnic minorities and immigrants impact countries" economic growth and citizens" life satisfaction. Societies that foster strong civil rights and freedoms have been shown to enjoy increases in levels of satisfaction among their citizens. When citizens" personal liberties are protected, a country benefits from higher levels of national income.
Social Capital
Social networks and the cohesion a society experiences when people trust one another have direct effect on the prosperity of a country. The Social Capital subindex measures countries" performance in two areas: social cohesion and engagement, and community and family networks. This sub-index evaluates how factors such as volunteering, helping strangers, and donating to charitable organizations impact economic performance and life satisfaction. It also measures levels of trust, whether citizens believe they can rely on others, and assesses how marriage and religious attendance provide support networks beneficial to wellbeing. Empirical studies on social capital have shown that citizens" wellbeing improves through social trust, family and community ties, and civic group membership. Similarly, societies with lower levels of social capital have been shown to experience lower levels of economic growth. And so the term "capital" in "social capital" highlights the contribution of social networks as an asset that produces economic and wellbeing returns.
Prosperity Index 2013 Rankings for Asia and Pacific Countries
Since 2009, four Asian countries have risen into the top 20 on the Economy sub-index: China (7th), Thailand (12th), Taiwan (16th) and South Korea (19th) . By contrast, five European countries have dropped out: France (22nd), Denmark (23rd), Belgium (25th), Finland (26 th ) and Ireland (33rd). The contrasting fortunes of these two groups point to a gradual change in the global economic landscape. The four Asian nations are outperforming the European nations on all but three of the economic variables: capital per worker, satisfaction with living standards, and access to adequate food and shelter. The Asia-Pacific region encompasses a varied set of countries ranging from highly developed nations, to fast-growing emerging markets, and low-income and developing countries. The region includes some of the world"s most prosperous nations, such as New Zealand and Australia (ranked fifth and seventh respectively), and conversely some of the lowest ranking countries, such as India-which has seen major and continued declines in prosperity since 2009. Since the middle of the twentieth century Asia has been a place of rapid economic expansions, from the Tiger economies in the 1960s, to the epic rise of China (the "factory of the world") in the 1990s, and the more recent development of South-East Asian countries such as Vietnam. The 2013 Prosperity Index finds that, for most countries in Asia, improvements in the Economy sub-index coincide with an improvement in overall Prosperity. The steady improvement of China"s overall Prosperity score since 2009 has predominantly been due to its very strong performance in the Economy sub-index in the same five year period. Countries such as Thailand, Malaysia, and Sri Lanka, have also seen big improvements in their Economy scores, which have contributed to their improvements in the overall Prosperity Index. In other countries, such as Indonesia and Kazakhstan, positive improvements in the Economy sub-index are near-equal to changes overall, further emphasizing the link between the two.
However, a country"s prosperity is not just determined by the health of its economy. It is also important to have inclusive political institutions, a guarantee of civil liberties, and human capital development, which ensure an educated, free, and healthy citizenry. These aspects of prosperity tend to increase in importance as nations become more economically developed-since in the early stages of development countries are focused on delivering basic standards of living. The importance of these other aspects of prosperity is evident within the Asia-Pacific region, where some countries are seeing improvements in overall prosperity, while simultaneously experiencing declines in economic health. Singapore, for instance, ranks 18th in the world overall and has seen a decline in its Economy sub-index score since 2009. However, improvements in the Social Capital sub-index (up 15 places to 34th), in the Education sub-index (up two places, to 37th) and in the Health sub-index (also up six places, to 18th), have all contributed to a rise in the overall Prosperity Index score. The improvements in these sub-indices for Singapore are the result of good performance in indicators such as the guarantee of political rights, pupil to teacher ratios, and a 100% enrolment rate in primary and secondary education (these figures stood at 90% and 77% just six years ago).
Equally, Hong Kong has seen a moderate decline in the Economy sub-index but it has risen up the overall Prosperity Index due to improvements in the Entrepreneurship & Opportunity sub-index (up six places, to 10th). Hong Kong"s improvement on the Entrepreneurship & Opportunity sub-index is the result of ICT exports rising to 3.7% of all manufactured exports (from 2.3% in 2008), as well as a spike in research and development spending to 1.8% of GDP (up from 0.6% in 2009). It has also become the safest country in the world according to the Safety & Security sub-index (up 14 places to first). Hong Kong can also boast the lowest levels of property theft in the world (only 3% of people reported having had their property stolen in the last 12 months) and the lowest assault rate globally (less than 1% of people reported being assaulted in the last 12 months), which could explain why 89% of the population feel safe walking alone at night. 
Evaluation of Prosperity Sub-index and Indicators performance for Pakistan
Global Prosperity Index has ranked Pakistan at 132 of 142 countries. Breaking down its overall rank, Pakistan"s faring in each sub-index is as follows: Economy -107: The report uses data from 2005-2009 and shows the five-year term"s GDP per-capita growth rate (1.6%) to be lower than in the rest of the world (2.2%). Compared to the global average, the number of people employed (50.7%), expectations from the economy and job prospects also showed a negative trend. The percentage of exports that make up high-tech goods (1.8%) were much lower than in other countries (9.2% average), as was the size of foreign direct investment. The inflation rate for 2012 was listed as 9.7%, against the world average 6.2%. Curiously enough, the percentages of Pakistanis saying they had basic access to food and shelter, confidence in financial institutions and satisfaction in their living standards were always close to the global average.
Entrepreneurship and Opportunity -100: Pakistan claimed its best position in this particular sub-index. This was despite the fact that only 49% of people considered the country to be a "good place" to start up a business when the number were 70% in the rest of the world. The number of secure internet servers per one million people was also staggeringly low, as was the country"s internet bandwidth. Governance -123: Predictably, most people (84%) were dissatisfied with the government"s efforts in addressing poverty, while a similar number (79%) believed elections in the country to have been dishonest. Confidence in the military and judiciary was high though and low in the government. More than 77% people believed the businesses and government to be corrupt. Education -124: Around 60% of the survey respondents children have an opportunity to learn and the quality of education is satisfactory. The country ranked very poorly in terms of gross secondary and tertiary enrollment rates, though. Health -110: The most stark difference was health expenditure per person in dollars, which was close to 69 in Pakistan but 1226 on average in the rest of the world. Life expectancy was 55 against the global 60, but sanitation and satisfaction with environmental beauty were much lower. Safety and Security -140: Only Chad and Congo could beat Pakistan in being the least secure places to live and work. Saudi Arabia was ranked 131. As expected, civil war casualties were high in Pakistan. Sixty percent of people said they did not feel safe walking alone at night, whereas around 10% said they had been assaulted or had their property stolen within the past 12 months. Personal Freedom -135: Barring a handful of countries (such as Yemen, Sudan, Iraq and Egypt), the Index declared Pakistan to be among the worst countries in terms of personal freedom. Compared to over 70% in the world, only 36% people in Pakistan said they were satisfied with the freedom of choice available here. But compared to the world average (68%), a slightly higher number of people (70%) said the country was a good place for ethnic minorities to live in. Social Charity -130: People in Pakistan turned out to be more charitable and helpful to strangers than in the rest of the world. A higher percentage of them happened to be married and religious too. But compared to other countries, Pakistanis did not think their friends and families were reliable or that people could be trusted in general. 
III. Conclusion
The Legatum Prosperity Index is an annual ranking, developed by the Legatum Institute. The Legatum Prosperity Index is a unique and robust assessment of global wealth and wellbeing, which benchmarks 142 countries around the world in 8 sub-indexes: Economy; Education; Entrepreneurship & Opportunity; Governance; Health; Personal Freedom; Safety & Security; and Social Capital. The Index defines prosperity as both wealth and wellbeing, and finds that the most prosperous nations in the world are not necessarily those that have only a high GDP, but are those that also have happy, healthy, and free citizens. The index covers more than 96% of the world"s population and 99% of the world"s GDP. The index 2013 indicates that though global prosperity has risen over the past five years largely due to improvements in entrepreneurship, health and education, many countries including Pakistan are facing stagnation. 
